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Overview and Training

• Allowable and Unallowable Costs

– Prime Contract applicability

– FAR and DEAR applicability

• Allowable and Unallowable Costs - DEAR

• Allowable and Unallowable Costs – FAR

• Allowable and Unallowable Costs - FTR

• Special ProCard Instructions

• Additional Thoughts

• Discussing Purchases

• Where to get help

• Information Links
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Allowable and Unallowable Costs - Definition

• Fermilab is a DOE-funded, managed by Fermi Research 
Alliance, LLC (FRA)

• The contract between DOE and FRA is the Prime Contract

• Allowable Costs: Expenses included in a contracted service 
or product that can be charged to the Prime Contract, also 
called “contract chargeable”

• Unallowable Costs: Costs not allowed to be charged to the 
Prime Contract, also called “non contract chargeable”
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Allowable and Unallowable Costs - Definition

• Only allowable costs can be charged to the Prime Contract

• Any unallowable costs charged to the Prime Contract must 
be repaid

• Unallowable costs charged to the Prime Contract that are 
found via audits become “audit findings”
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Allowable and Unallowable Costs – Prime Contract

• Fermilab is governed by the terms of the Prime Contract

Clause I.17, page 339:

• The Department of Energy Acquisition Regulation is “DEAR” 

• The Federal Acquisition Regulation is “FAR”

• Notice the last sentence of Clause 1.17 “and other provisions 
of this contract.”

• We use DEAR, FAR, and other provisions of the contract to 
determine allowable costs

8/21/2019Fermilab Allowable and Unallowable Cost Training5



Allowable and Unallowable Costs – Contract Provisions

Clause H.4 lists Advance Understanding items of allowable and 
unallowable costs per the Prime Contract:
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Allowable and Unallowable Costs – Contract Provisions

Advance Understanding for Allowable Costs:

Allowable:

a) Personnel costs…

b) Cost for the defense and indemnification of employees…

c) Rental and leases….subject to approval of Contracting Officer…

d) …stipends and payments made to reimburse travel or other expenses of 
researchers and students who are not employed under this 
contract…educational or training activities…educational or training programs 
approved by Contracting Officer.

e) …payments to educational institutions for tuition and fees…

f) Costs incurred or expenditures made by the Contractor, as directed, 
approved or ratified by the Contracting Officer and not unallowable under any 
other provisions of this contract. 

g) Net costs for the Fermilab swimming pool.
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Allowable and Unallowable Costs – Contract Provisions

Advance Understanding for Unallowable Costs

Unallowable:

a) Premium Pay for wearing radiation-measuring devices for Laboratory 
and all-tier cost-type subcontract employees.

b) Home office expenses, whether direct or indirect, relating to activities 
of the Contractor, except as otherwise specifically agreed to in writing 
by the Contracting Officer.  

o In this instance “Home office” refers to FRA, not individual employees.

o The contract has been appended to cover certain Home office expenses.

The Contracting Officer can determine the 
allowability of an expenditure (decision based on 
appropriate due diligence).
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Allowable and Unallowable Costs – FAR and DEAR

• After the Prime Contract Advance Understanding items, the 
next level of guidance comes from FAR and DEAR:

• Since FAR is written for all Federal Agencies and DEAR 
pertains only to DOE, DEAR is more restrictive than FAR.
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Allowable and Unallowable Costs – FAR and DEAR

When trying to determine the allowability of an expenditure the 
proper order of research is:

• First go to FAR 31.205 to see if a situation is covered.  If FAR 
contains coverage of the topic, then go to DEAR to see if 
there is a corresponding cost item.

• If there is no corresponding coverage in DEAR subpart 
CFR 970.31, then the FAR governs.  If there is coverage 
in the DEAR, then the DEAR governs.

• This is a complex process and can require expertise.

• FAR contains much more detail than DEAR as DEAR is 
supplemental to the FAR.
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Allowable and Unallowable Costs – DEAR

A slide on DEAR

• DEAR provides additional requirements that must be followed 
by DOE and its contractors over and above the requirements of 
FAR.

• It has a lot of requirements regarding contract management.

• It is not worthwhile to delve into the DEAR.  For most 
allowability determinations, the Prime Contract and FAR provide 
the appropriate guidance.
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Allowable and Unallowable Costs – FAR

Now let’s look at FAR not DEAR
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Allowable and Unallowable Costs – FAR

FAR can be found on the internet using a simple search
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Click 31.201 to see the next page.



Allowable and Unallowable Costs – FAR

Wow!  There’s a whole section on Determining Allowability!
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Allowable and Unallowable Costs – FAR

CAS = Cost Accounting Standards
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Allowable and Unallowable Costs – FAR

Reasonable – A prudent business person would have 
purchased this item for this price.  To be charged to the contract, 
purchase should relate to fulfilling the mission of Fermilab.
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Allowable and Unallowable Costs – FAR

Allocable – It can be assigned to the activity on some 
reasonable basis.  This includes Direct and Indirect Costs.

8/21/2019Fermilab Allowable and Unallowable Cost Training17



Allowable and Unallowable Costs – FAR

• CAS is a set of standards used to ensure consistency in cost 
accounting throughout Government agencies.

• Like costs must be treated the same in like circumstances 
according to CAS guidance.
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Allowable and Unallowable Costs – FAR

The 31.205 “Selected costs” section of FAR has information on 
certain “Selected” types of costs.

• 52 different types of costs are listed (for example):
• 31.205-6 Compensation for personal services

• 31.205-26 Material Costs

• 31.205-33 Professional and consultant service costs

• 31.205-44 Training and education costs

• 31.205-46 Travel Costs
– There’s a lot of information in each section
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Allowable and Unallowable Costs – FAR

Let’s expand the section on Travel Costs (FAR 31.205-46)
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Allowable and Unallowable Costs – FAR

31.205-46 Travel Costs (continued)

FAR references the Federal Travel Regulations (FTR)

Now we have to look somewhere else!
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Allowable and Unallowable Costs – FAR

…to the extent that they do not exceed on a daily basis the 
maximum per diem rates in effect at the time of travel as set forth 
in the - Federal Travel Regulations
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Allowable and Unallowable Costs – FTR

• The FTR is used as a guide to set our daily per diem rates:
• Lodging

• Meals and Incidental Expenses (M&IE)

• As a contractor, FRA uses the FTR as a guide. Fermilab’s 
Travel Policy does not always match the FTR.  

• Even some of our Per Diem rates do not match the FTR (for 
example the CERN M&IE rate).

• Follow Fermilab’s Travel Policies to ensure allowability
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A Word About Using ProCards

• ProCards are only to be used for Allowable Costs.

• Exceptions:
• There are a few special cards that are linked to tasks that are 

associated with unallowable costs.

• Only these special cards can be used for making Unallowable 
purchases!

• These cards are linked to a Project R7FXXX.  These Projects are 
charged to FRA.
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Additional Thoughts

• The guidance that we follow is very detailed 

(Prime Contract, FAR, DEAR, FTR, etc.).

• Remember in order to be Allowable, purchases should be:
 Incurred Specifically for the Contract

Reasonable

Allocable

Treated Consistently 

• Follow Fermilab Travel Policy

• Unallowable costs cannot be charged to contract.  If they are 
found during an audit, they become audit findings and must be 
repaid.
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Are These Purchases Allowable (Contract Chargeable)?
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Are These Purchases Allowable (Contract Chargeable)?
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Jello was purchased to help ailing Bison.  Usually food is 
unallowable, but in this instance the purchase was 
allowable.  Maintaining the Bison herd helps fulfill the 
mission of the Lab as it is a “public outreach” activity.



Are These Purchases Allowable (Contract Chargeable)?
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The purpose of the wrench determines allowability.  If it is 
used on Lab equipment or in some other way to fulfill the 
mission of the Lab, it is allowable.



Are These Purchases Allowable (Contract Chargeable)?
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The moving of the g-2 magnet of course helps fulfill the 
mission of the Lab and the associated costs are allowable.



Are These Purchases Allowable (Contract Chargeable)?
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Candy was purchased and given to the public during the 
Lab’s 50th Anniversary Celebration.  Usually such a purchase 
is unallowable.  However, the Contracting Officer has the 
authority to allow such purchases on our contract. 



Where to get help

If you have questions regarding the allowability of a purchase:

– PO related:  Procurement will work with Accounting to determine allowability.

– Non PO related:  Contact your FFM who will work with Accounting.

– Travel related:  First check the travel policy, then contact Accounting.

– Large purchases or special situations may require help from the Office of 
General Counsel.
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Links for Additional Information

The Prime Contract can be found on the Fermilab website under the Office of General 
Counsel at:  https://generalcounsel.fnal.gov/prime-contract/

FAR 31.2:  https://www.acquisition.gov/content/subpart-312-contracts-commercial-
organizations

FTR Per Diem Rates: https://www.gsa.gov/travel/plan-book/per-diem-rates

DEAR: https://www.federalregister.gov/documents/2000/03/13/00-4880/department-
of-energy-acquisition-regulation-rewrite-of-regulations-governing-management-
and.....
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